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The 13th edition of Business Ethics: Ethical Decision Making and Cases is a complete and 
comprehensive revision and includes the most up-to-date content and cases as well as a new 
chapter on technology ethics. We provide current coverage of changes in the ethical, legal, 
social, and political environments. As the first ethics textbook with a managerial framework, 
we continue to address ethical decision making in an organizational context. 

Our approach is to help students understand and participate in effective ethical deci- 
sion making in organizations. We approach business ethics from an applied perspective, 
focusing on conceptual frameworks, risks, issues, and dilemmas that will be faced in the real 
world of business. We prepare students for the challenges they will face in understanding 
how organizational ethical decision making works. We describe how ethical decisions in 
an organization involve collaboration in groups, teams, and discussions with peers. Many 
decisions fall into gray areas where the right decision may not be clear and require the use 
of organizational resources and the advice of others. Our approach helps prepare students 
to understand and address ethical dilemmas in their careers. One approach to business eth- 
ics education is to include only a theoretical foundation related to ethical reasoning. Our 
method is to provide a balanced approach that includes the concepts of ethical reasoning as 
well as the organizational environment that influences ethical decision making. 

The 13th edition provides new examples and cases that make foundational concepts come 
to life. Each chapter has been revised based on the latest research and best practices available. 
A new chapter, “Technology: Ethics and Social Responsibility Issues; has been added to exam- 
ine technology and its economic impact, understand how technology creates ethics issues, 
examine ways to manage ethics issues in technology, and explore the future of technology 
ethics. There are five new cases, and the remaining cases have been completely revised. Most of 
the case titles are new, reflect current developments, and are designed to engage students. The 
five new cases are Tesla Accelerates the Transition to Sustainable Energy; From the Outside In: 
Corporate Social Responsibility at Patagonia; TOMS Reinvents the One for One Movement; 
Home Depot Works on Stakeholder Relationships; and The Hershey Company’s Bittersweet 
Success. All of the new cases were developed with the author's oversight and are crafted to 
provide students an opportunity to apply what they are learning to real-world business ethics 
challenges. They are also designed to enhance critical thinking skills. 

Using a managerial framework, we explain how ethics can be integrated into strategic 
business decisions. This framework provides an overview of the concepts, processes, manda- 
tory, core, and voluntary business practices associated with successful business ethics pro- 
grams. Some approaches to business ethics are excellent as exercises in intellectual reasoning, 
but they cannot deal with the many actual issues and considerations that people in business 
organizations face. Our approach supports ethical reasoning and the value of individuals 
being able to face ethical challenges and voice their concerns about appropriate behavior. 
Employees in organizations are ultimately in charge of their own behavior and need to be 
skillful in making decisions in gray areas where the appropriate conduct is not always obvious. 

We have been diligent in this revision to provide the most relevant examples of how 
the lack of business ethics has challenged our economic viability and entangled countries 
and companies around the world. This book remains the market leader because it addresses 
the complex environment of ethical decision making in organizations and pragmatic, actual 
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Preface 


business concerns. Every individual has unique personal principles and values, and every 
organization has its own set of values, rules, and organizational ethical culture. Business 
ethics must consider the organizational culture and interdependent relationships between 
the individual and other significant persons involved in organizational decision making. 
Without effective guidance, a businessperson cannot make ethical decisions while facing a 
short-term orientation, feeling organizational pressure to perform well and seeing rewards 
based on outcomes in a challenging competitive environment. 

By focusing on individual issues and organizational environments, this book gives stu- 
dents the opportunity to see the roles and responsibilities they will face in business. The past 
decade has reinforced the value of understanding the role of business ethics in the effective 
management of an organization. Widespread misconduct reported in the mass media every 
day demonstrates that businesses, governments, nonprofits, and institutions of higher learn- 
ing need to address business ethics. 

Our primary goal has always been to enhance the awareness and the ethical deci- 
sion-making skills that students will need to make business ethics decisions that con- 
tribute to responsible business conduct. By focusing on these concerns and issues of 
today’s challenging business environment, we demonstrate that the study of business 
ethics is imperative to the long-term well-being of not only businesses but also our 
economic system. 


Philosopy of This Text 


The purpose of this book is to help students improve their ability to make ethical decisions 
in business by providing them with a framework that they can use to identify, analyze, and 
resolve ethical issues in business decision making. Individual values and ethics are important 
in this process. By studying business ethics, students begin to understand how to cope with 
conflicts between their personal values and those of the organization. 

Many ethical decisions in business are close calls. It often takes years of experience in 
a particular industry to know what is acceptable. In this book, we do not provide ethical 
answers but instead attempt to prepare students to make informed ethical decisions. First, 
we do not moralize by indicating what to do in a specific situation. Second, although we pro- 
vide an overview of moral philosophies and decision-making processes, we do not prescribe 
any one philosophy or process as best or most ethical. Third, by itself, this book will not 
make students more ethical, nor will it tell them how to judge the ethical behavior of others. 
Rather, its goal is to help students understand and use their current values and convictions 
in making business decisions and to encourage everyone to think about the effects of their 
decisions on business and society. 

Many people believe that business ethics cannot be taught. Although we do not 
claim to teach ethics, we suggest that by studying business ethics, a person can improve 
ethical decision making by identifying ethical issues and recognizing the approaches 
available to resolve them. An organization’s reward system can reinforce appropriate 
behavior and help shape attitudes and beliefs about important issues. For example, the 
success of some campaigns to end racial or gender discrimination in the workplace 
provides evidence that attitudes and behavior can be changed with new information, 
awareness, and shared values. 


Content and Organization 


In writing Business Ethics, 13th Edition, we strived to be as informative, complete, acces- 
sible, and up-to-date as possible. Instead of focusing on one area of ethics, such as moral 
philosophy or social responsibility, we provide balanced coverage of all areas relevant to the 
current development and practice of ethical decision making. In short, we have tried to keep 
pace with new developments and current thinking in teaching and practices. 
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The first half of the text consists of 12 chapters, which provide a framework to identify, 
analyze, and understand how businesspeople make ethical decisions and deal with ethical 
issues. Several enhancements have been made to chapter content for this edition. Some of 
the most important are listed in the next paragraphs. 

Part 1, “An Overview of Business Ethics,’ includes three chapters that help provide a 
broader context for the study of business ethics. Chapter 1, “The Importance of Business 
Ethics,’ has been revised with many new examples and survey results to describe issues 
and concerns important to business ethics. Chapter 2, “Stakeholder Relationships, Social 
Responsibility, and Corporate Governance,’ has been significantly reorganized and updated 
with new examples and issues. Chapter 3, “Sustainability: Social and Ethical Dimensions,” 
is a chapter on sustainability that examines the ethical and social responsibility dimensions 
of sustainability. 

Part 2, “Ethical Issues and the Institutionalization of Business Ethics,’ consists of two 
chapters that provide the background that students need to identify ethical issues and 
understand how society, through the legal system, has attempted to hold organizations 
responsible for managing these issues. Chapter 4, “The Institutionalization of Business 
Ethics,” examines key elements of core or best practices in corporate America today along 
with legislation and regulation requirements that support business ethics initiatives. 
The chapter is divided into three main areas: mandated, core, and voluntary practices. 
Chapter 5, “Emerging Business Ethics Issues,” provides expanded coverage of ethical 
issues in the context of organizational ethics and highlights emerging ethical issues and 
dilemmas in business. 

Part 3, “The Decision-Making Process” consists of three chapters, which provide a 
framework to identify, analyze, and understand how businesspeople make ethical deci- 
sions and deal with ethical issues. Chapter 6, “Ethical Decision Making, has been revised 
and updated to reflect current research and understanding of ethical decision making 
and contains a section on normative considerations in ethical decision making. Chapter 
7, “Individual Factors: Moral Philosophies and Values,” has been updated and revised to 
explore the role of moral philosophies and moral development as individual factors in the 
ethical decision-making process. Chapter 8, “Organizational Factors: The Role of Ethical 
Culture and Relationships,” considers organizational influences on business decisions, such 
as role relationships, differential association, and other organizational pressures, as well as 
whistle-blowing. 

Part 4, “Implementing Business Ethics in a Global Economy,’ looks at specific mea- 
sures that companies can take to build an effective ethics program as well as how these 
programs may be affected by global issues, leadership, and technology issues. Chapter 
9, “Developing and Implementing an Effective Ethics Program,” has been refined and 
updated to discuss corporate best practices for developing effective ethics programs and 
examine the role of the ethics audit. Such audits can help companies pinpoint problem 
areas, measure their progress in improving conduct, and even provide a “debriefing” 
opportunity after a crisis. Chapter 10, “Global Business Ethics Issues,” has been updated 
to reflect the complex and dynamic events that occur in global business. This chapter 
will help students understand the major issues involved in making decisions in a global 
environment. Chapter 11, “Ethical Leadership,” defines ethical leadership and discusses 
its impact on organizational culture. Reviewers indicated that they wanted more infor- 
mation provided on the importance of leadership to an ethical culture, and this chap- 
ter answers these requests. Chapter 12, “Technology: Ethics and Social Responsibility 
Issues,” examines technology and its economic impact as well as the ethical implications 
of technology. 

Part 5 consists of 20 cases that bring reality into the learning process. Five of these 
cases are new to the 13th edition, and the remaining 15 have been revised and updated. The 
companies and situations portrayed in these cases are real; names and other facts are not 
disguised; and all cases include developments up to the beginning of 2021. By reading and 
analyzing these cases, students can gain insight into ethical decisions and the realities of 
making decisions in complex situations. 
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Text Features 


Many tools are available in this text to help both students and instructors in the quest to 
improve students’ ability to make ethical business decisions. 


Each chapter opens with an outline and a list of learning objectives. 


Immediately following is “An Ethical Dilemma” that should provoke discussion about 
ethical issues related to the chapter. The short vignette describes a hypothetical incident 
involving an ethical conflict. Questions at the end of the “Ethical Dilemma” section 
focus discussion on how the dilemma could be resolved. 


Each chapter has a “Debate Issue” that reflects current ethical issues in business and 
challenges students to take a stand. These debate issues have been found to stimulate 
thoughtful discussion relating to content issues in the chapter. Topics of the debate 
issues include the downsides of technology, workplace bullying, white-collar crime, the 
impact of ethical conduct to financial performance, privacy in the workplace, and the 
impact of carbon emission restrictions. 


Each chapter has a “Business Ethics in the Real World” boxed feature that makes foun- 
dational concepts come to life through ethics issues in the real world of business. Topics 
include bid rigging, auditing, sustainability, drones, and more. Companies discussed 
include Ernst & Young, Airbus, and Patagonia, among others. 


At the end of each chapter are a chapter summary and an important terms list, both of 
which are handy tools for review. Also included at the end of each chapter is a “Resolving 
Ethical Business Challenges” section. The vignette describes a realistic drama that helps 
students experience the process of ethical decision making. The “Resolving Ethical 
Business Challenges” minicases presented in this text are hypothetical; any resemblance 
to real persons, companies, or situations is coincidental. Keep in mind that there are 
no right or wrong solutions to the minicases. Each chapter concludes with a series of 
questions that allow students to test their EQ (Ethics Quotient). 


In Part 5, following each real-world case are questions to guide students in recognizing 
and resolving ethical issues. For some cases, students can conduct additional research 
to determine recent developments because many ethical issues in companies take years 
to resolve. 


Effective Tools for Teaching and Learning 


MindTap. MindTap is a digital learning solution that powers students from memoriza- 
tion to mastery. MindTap is a personalized teaching experience that gives you complete 
ownership of your course. With it, you can challenge all students, build their confidence, 
and empower them to be unstoppable. 
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Access Everything You Need in One Place. Cut down on prep with MindTap’s 
preloaded, organized course materials. Teach more efficiently with interactive 
multimedia, concept quizzes, assignments, and more. And give your students the power 
to read, listen, and study on their phones, so they can learn on their terms. 


Empower Your Students to Reach Their Potential. Twelve distinct metrics give you 
actionable insights into student engagement. Identify topics troubling your entire class 
and instantly communicate with struggling students. And students can track their 
scores to stay motivated toward their goals. Together, you can accelerate progress. 


Your Course, Your Content. Only MindTap gives you complete control over your course. 
You have the flexibility to reorder textbook chapters, add your own notes, and embed a 
variety of content including OER. Personalize course content to your students’ needs. 
They can even read your notes, add their own, and highlight key text to aid their progress. 
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e A Dedicated Team Whenever You Need Them. MindTap isnt just a tool, its backed 
by a personalized team eager to support you. We help you set up your course and tailor 
it to your specific objectives, so you'll be ready to make an impact from day one. And 
welll be standing by to help you and your students until the final day of the term. 


Cengage Instructor Center. You can find the following teaching tools on the password- 
protected instructor site. 


e Case Notes. Case notes for every chapter provide additional context around each 
case, discussion questions, and resource links. This tool includes talking points to help 
instructors lead student discussion and debate. 


e PowerPoints. PowerPoint continues to be a very popular teaching device, and a spe- 
cial effort has been made to upgrade the PowerPoint program to enhance classroom 
teaching. Lecture slides, containing such content as tables, graphs, and data, have been 
created to provide instructors with up-to-date content to supplement in-class chapter 
discussion. Lecture slides for students are also available via MindTap. 


e Instructor’s Manual. The Instructors Manual contains a wealth of information. 
Teaching notes for every chapter include a brief chapter summary, detailed lecture 
outline, chapter objectives, key terms, links to relevant YouTube videos along with 
suggested discussion questions, and notes for using the “Ethical Dilemma” and 
“Resolving Ethical Business Challenges” sections. 


e Role-Play Exercises. The 13th edition provides eight behavioral simulation role-play 
exercises developed for use in the business ethics course. Role-play exercises simulate a 
complex, realistic, and timely business ethics situation. Students form teams and make 
decisions based on an assigned role. The role-play exercise complements and enhances 
traditional approaches to business learning experiences because it (1) gives students 
the opportunity to practice ethical decision-making; (2) recreates the power, pressures, 
and information that affect decision making at various levels of management; and 
(3) provides students with a team-based experience that enriches their understanding of 
group processes and dynamics. The role-play exercises can be used with classes of any size. 


e Cengage Learning Testing Powered by Cognero. This is a flexible online system that 
allows you to author, edit, and manage test bank content from multiple Cengage Learn- 
ing solutions; create multiple test versions in an instant; and deliver tests from your 
LMS, your classroom, or wherever you want. 


e Case Bank. Four short cases are available on the Cengage Instructor Center: The 
Challenges of Expense Account Fraud, The Cocoa Exchange Finds a Sweet Spot in the 
Supply Chain, The Container Store: An Employee-Centric Retailer, and The Ethics 
Program at Eaton Corporation. 


e Additional Teaching Resources. The Center for Ethical Organizational Cultures 
in the Raymond J. Harbert College of Business at Auburn University offers teaching 
resources, including cases and debate issues, that are not included with the textbook. 
These resources have been developed by the authors to allow open-source access to 
enhance customization in teaching. The Center for Ethical Organizational Cultures pro- 
vides other information related to business ethics education. The teaching resources can 
be accessed at https://harbert.auburn.edu/research-faculty/centers/center-for-ethical- 
organizational-cultures/index.html. 


e Ethical Leadership Certification. Students also have the ability to receive ethical 
leadership certification from the National Association of State Boards of Accountancy 
(NASBA) Center for Public Trust. This program encompasses six modules of online 
content (delivered through Brain-shark, containing videos, graphics, and a voiceover). 
At the end of each of the six modules, students will take an online examination through 
NASBA. When students complete all six modules successfully, they will receive NASBA 
Center for the Public Trust Ethical Leadership Certification. As business ethics increases 
in importance, such certification can give your students an edge in the workplace. For 
more information, visit https://learning.thecpt.org/. 


Copyright 2022 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s). 
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it. 


Preface 


Acknowledgments 


A number of individuals provided reviews and suggestions that helped to improve this text. 
We sincerely appreciate their time and effort. 


Carolyn Ashe 

University of Houston—Downtown 
Laura Barelman 

Wayne State College 

B. Barbara Boerner 

Brevard College 

Serena Breneman 
University of Arkansas at Pine Bluff 
Lance Brown 

Miami Dade College 

Judie Bucholz 

Guilford College 

Hoa Burrows 

Miami Dade College 

Robert Chandler 

Lipscomb University 

April Chatham-Carpenter 
University of Northern Iowa 
Leslie Connell 

University of Central Florida 
Peggy Cunningham 
Dalhousie University 

Carla Dando 

Idaho State University 
James E. Donovan 

Detroit College of Business 
Douglas Dow 

University of Texas at Dallas 
Philip E. Esler 

University of Gloucestershire 
Joseph M. Foster 

Indiana Vocational Technical 
College—Evansville 

Lynda Fuller 

Wilmington University 
Robert Giacalone 

University of Richmond 
Suresh Gopalan 
Winston-Salem University 
Karen Gore 

Ivy Technical College 
Charles E. Harris, Jr. 

Texas A&M University 
Kenneth A. Heischmidt 
Southeast Missouri State University 


Walter Hill 

Green River Community College 
Jack Hires 

Valparaiso University 

David Jacobs 

Morgan State University 

R. J. Johansen 

Montana State University—Bozeman 
Jeff Johnson 

Athens State University 

Eduard Kimman 

Vrije Universiteit 

Janet Knight 

Purdue North Central 

Anita Leffel 

University of Texas at San Antonio 
Barbara Limbach 

Chadron State College 


Victor Lipe 
Trident Tech 


Nick Lockard 
Texas Lutheran College 


Terry Loe 

Kennesaw State University 
Nick Maddox 

Stetson University 

Isabelle Maignan 
Dutchwaters B.V. 

Phylis Mansfield 
Pennsylvania State University—Erie 
Robert Markus 

Babson College 

Therese Maskulka 
Kutztown University 

Randy McLeod 

Harding University 

Francy Milner 

University of Colorado 

Ali Mir 

William Paterson University 
Debi P. Mishra 


Binghamton University State University of 


New York 


Patrick E. Murphy 
University of Notre Dame 


Copyright 2022 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s). 
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it. 


xvi 


Lester Myers 

Georgetown University 
Catherine Neal 

Northern Kentucky University 
Cynthia Nicola 

Carlow College 

Carol Nielsen 

Bemidji State University 


Sharon Palmitier 
Grand Rapids 
Community College 


Lee Richardson 

University of Baltimore 
William M. Sannwald 

San Diego State University 
Ruth Schaa 

Black River Technical College 


Zachary Shank 

Central New Mexico 
Community College 

Cynthia A. M. Simerly 
Lakeland Community College 


Preface 


Karen Smith 
Columbia Southern University 


Filiz Tabak 

Towson University 
Debbie Thorne 

Texas State University—San Marcos 
Wanda V. Turner 

Ferris State College 

Gina Vega 

Salem State College 
William C. Ward 
Mid-Continent University 
David Wasieleski 
Duquesne University 

Jim Weber 

Duquesne University 

Ed Weiss 

National-Louis University 
Joseph W Weiss 

Bentley University 


Jan Zahrly 
University of North Dakota 


We wish to acknowledge the many people who assisted us in writing this book. We are 
deeply grateful to Kelsey Reddick for helping to manage the chapter revision, supporting in 
the revision of MindTap activities and textbook supplements, and for helping to develop the 
cases and revise the case notes. Additionally, we thank Gwyn Walters for her work on the 
cases. Finally, we express appreciation to the administration and to colleagues at the Auburn 
University and Southern Illinois University at Carbondale for their support. 

We invite your comments, questions, or criticisms. We want to do our best to provide 
teaching materials that enhance the study of business ethics. Your suggestions will be sin- 


cerely appreciated. 


Copyright 2022 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s). 
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it. 


- O.C. Ferrell 
- John Fraedrich 
- Linda Ferrell 


Hit’ 


CHAPTER 1 


u 
4 
| 


e Explore conceptualizations 
of business ethics from an 
organizational perspective 


e Examine the historical foundations 
and evolution of business ethics 


e Provide evidence that ethical 
value systems support business 
performance 


e Describe the extent of ethical 
misconduct in the workplace and the 
pressures for unethical behavior 


CHAPTER OUTLINE 
1-1 Business Ethics Defined 


1-2 Why Study Business Ethics? 
1-2a A Crisis in Business Ethics 
1-2b Specific Issues 
1-2c The Reasons for Studying 
Business Ethics 
1-3 The Development of Business 
Ethics 
1-3a Before 1960: Ethics 
in Business 
1-3b The 1960s: The Rise of 
Social Issues in Business 
1-3c The 1970s: Business Ethics 
as an Emerging Field 
1-3d The 1980s: Business 
Ethics Reaches Maturity 
1-3e The 1990s: Institutionalization 
of Business Ethics 
1-3f The 2000s: Twenty-First 
Century Business Ethics 
1-3g The 2010s: New Challenges 
in Business Ethics 
1-3h The 2020s and Beyond 
1-4 Developing Organizational and 
Global Ethical Cultures 


1-5 The Benefits of Business Ethics 

1-5a Ethics Contributes to 
Employee Commitment 

1-5b Ethics Contributes to 
Investor Loyalty 

1-5c Ethics Contributes to 
Customer Satisfaction 

1-5d Ethics Contributes to Profits 


1-6 Our Framework for Studying 
Business Ethics 


iStock.com/sbelov 


Brights, some third party content may be suppressed from the eBook and/or eChapter(s). 
Pine right to remove additional content at any time if subsequent rights restrictions require it. 


An Ethical Dilemma* 


Madison slips into bed in the early hours of the 

morning after a long day at Alpha Beta Corporation. She 
automatically opens the TikTok app on her phone to watch 
a few videos. As she scrolls, a notification pops up of a 
new follower. The name is unfamiliar, so she taps the 
profile and browses. 

As she continues, a video of someone 
recognizable appears. Madison watches it a second 
time and realizes it’s her coworker, Mark. As the 
video plays, Mark is visible wearing an AB Corporation 
shirt, talking to friends, and playing truth or dare. It 
becomes apparent that Mark and his friends are visibly 
intoxicated. She turns up the volume and hears Mark 
talking about a possible merger/acquisition of AB as 
well as some salty language about AB and some of the 
managers. 

“Alpha Beta really sucks. Work, work, work, for little 
pay. And | always have to listen to Terry, AB’s golden 
child, about his problems, his hit list, and how he’s going 
to be promoted or fire us if he doesn’t get what he wants. 
He even told me AB is going to buy Viper Inc. With our 
customer database and Viper’s IPTV and VPN third-party 
services, we’ll kill the competition,” slurred Mark. At the 
end of the video, Mark falls on the ground, taking others 
with him. 

Though Madison doesn’t particularly like Terry, she 
is concerned about the video, Mark’s comments about 
Terry, his AB shirt, and that he spoke about something 
that was confidential. She knows, via the code of conduct 
and various meetings, that when you wear AB’s logo, you 
represent the firm and not just yourself. 

“That idiot,” Madison murmurs, and then she notices 
the number of views on the video: several thousand. 

The next day, Madison eats lunch with Caroline, her 
friend and coworker, and tells her all about Mark and the 
video. 

“What do you think | should do?” asks Madison. 


“Just keep quiet,” Caroline says. “Mark was just 
stressed. Haven’t you said things when you were drunk 
with someone videoing you? Besides, who are you going 
to squeal to? Remember, he who squeals usually gets 
made into pork patties as well,” quipped Caroline. 

“What if | send an anonymous email to Terry with the 
link to the TikTok video?” says Madison. 

Caroline counters with, “Yeah, and Mark may or may 
not get fired. But remember that Terry and Mark were 
buddies in college. Who knows what Mark has on Terry and 
vice versa? And if someone reverse checks your email, you 
may not be as anonymous as you think,” says Caroline. 

“You would still be snitching, and Mark would still 
probably get fired. Think of his family. They are counting 
on him to support them. It was just a silly TikTok video. 
Who really cares that much about it? It’s not worth 
anyone losing their job, is it?” adds Caroline. 

“But if | don’t speak up, more and more people 
will see the video, and it could be really damaging to 
the company. No one is supposed to know of the merger 
because it could cause employees to panic,” said Madison. 

Caroline pursed her lips and lowered her voice and 
says, “Look, | wasn’t going to say anything, but that’s 
actually my profile you found, not Mark’s. | was with him 
at the bar filming the video with a few other coworkers. 
He doesn’t even know | posted it. If you do anything, | 
may be on the chopping block.” 

What should Madison do in this situation? 


QUESTIONS | EXERCISES 


1. Identify the issues Madison has to resolve. 

2. What is Madison’s responsibility to the firm and Terry? 

3. Do you think Madison should report Mark and 
Caroline? 


*This case is strictly hypothetical; any resemblance to real persons, 
companies, or situations is coincidental. 
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Chapter 1: The Importance of Business Ethics 


he ability to anticipate and deal with business ethics issues and dilemmas has become 

a significant priority in the twenty-first century. In recent years, a number of well- 

publicized scandals resulted in public outrage about deception, fraud, and distrust in 
business and a subsequent demand for improved business ethics, greater corporate responsi- 
bility, and laws to protect the public. The publicity and debate surrounding highly publicized 
legal and ethical lapses at well-known firms highlight the need for businesses to integrate 
ethics and responsibility into all business decisions. On the other hand, most businesses have 
a few major ethical lapses and are rarely recognized in the mass media for their good con- 
duct. Companies doing business based on responsible and ethical decisions do not generate 
media interest. The reality of such inattention for rewarding good practices can lull firms 
and employees into complacency, leaving them vulnerable to ethical lapses. Minor lapses 
are often forgotten—only to be resurrected into larger, more impactful ethical or legal issues 
and dilemmas by media sources down the line. The result is bad press and distrust from 
stakeholders. Organizations need to develop an ethical culture and deal with instances of 
minor lapses in conduct. 

Highly visible business ethics issues influence the public's attitudes toward business and 
destroy trust. Ethically charged decisions are a part of everyday life for those who work in 
organizations at all levels. Business ethics is not just an isolated personal issue; codes, rules, 
and informal communications for responsible conduct are embedded in an organization's 
operations. This means ethical or unethical conduct is the province of everyone who works 
in an organization, from the lowest level employee to the CEO. 

Making good business ethical decisions is just as important to business success as mas- 
tering management, marketing, finance, and accounting. While education and training 
emphasize functional areas of business, business ethics is often viewed as easy to master, 
something that happens with little effort. You will hear the suggestion that business ethics is 
just doing what is right. All you have to do is remember your values and stick to them. The 
exact opposite is the case. Decisions with an ethical component are an everyday occurrence 
requiring people to identify issues and make quick decisions. Ethical behavior in business 
requires understanding and identifying issues, areas and types of risk, and approaches to 
making choices in an organizational environment. Businesses need to be vigilant and under- 
stand both their employees and other groups of employees outside the firm. They need to 
understand the drivers of positive behavior and how to help those who have difficulty in 
adhering to codes of conduct. On the other hand, people can act unethically simply by fail- 
ing to identify a situation that has an ethical issue. Ethical blindness results from individuals 
who fail to sense the nature and complexity of their decisions.' 

Some approaches to business ethics look only at the philosophical backgrounds of indi- 
viduals and the social consequences of decisions. This approach fails to address the complex 
organizational environment of businesses and pragmatic business concerns. By contrast, our 
approach is managerial and incorporates real-world decisions that impact the organization 
and stakeholders. Our book will help you better understand what, how, and why ethics is 
important in the business world. 

It is important to learn how to make decisions in the internal environment of an organi- 
zation to achieve personal and organizational goals. But business does not exist in a vacuum. 
As stated, decisions in business have implications for investors, employees, customers, sup- 
pliers, and society. Ethical decisions must take these stakeholders into account, for unethical 
conduct can negatively affect people, companies, industries, and society as a whole. Our 
approach focuses on the practical consequences of decisions and on positive outcomes that 
have the potential to contribute to individuals, business, and society at large. The field of 
business ethics deals with questions about whether specific conduct and business practices 
are acceptable. For example, should a salesperson omit facts about a product’s poor safety 
record in a sales presentation to a client? Should accountants report inaccuracies they dis- 
cover in an audit of a client, knowing the auditing company will probably be fired by the 
client for doing so? Should an automobile tire manufacturer intentionally conceal safety 
concerns to avoid a massive and costly tire recall? Regardless of their legality, others will 
certainly judge the actions in such situations as right or wrong, ethical or unethical. By its 
very nature, the field of business ethics is controversial, and there is no universally accepted 
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morals 

A person’s personal 
philosophies about what is 
right or wrong 


business ethics 

Comprises organizational 
principles, values, and norms 
that may originate from 
individuals, organizational 
statements, or from the legal 
system that primarily guide 
individual and group behavior 
in business 


principles 

Specific and pervasive 
boundaries for behavior that 
should not be violated 


values 
Enduring beliefs and ideals 
that are socially enforced 


Copyright 2022 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s). 
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it. 


Part 1: An Overview of Business Ethics 


approach for resolving its dilemmas. All organizations have to deal with misconduct, but 
some highly visible misconduct creates damaging publicity for firms. Wells Fargo expe- 
rienced a loss of confidence when its sales department opened new accounts for clients 
without their knowledge.” The opportunity for the sales department to manipulate clients 
was created by an unethical culture that top managers supported. The result was loss of trust 
and closed accounts as well as loss of many potential clients. 

Before we get started, it is important to state our approach to business ethics. First, we 
do not moralize by stating what is right or wrong in a specific situation, although we offer 
background on normative guidelines for appropriate conduct. Second, although we provide 
an overview of group and individual decision-making processes, we do not prescribe one 
approach or process as the best or most ethical. However, we provide many examples of suc- 
cessful ethical decision making. Third, by itself, this book will not make you more ethical, 
nor will it tell you how to judge the ethical behavior of others. Rather, its goal is to help you 
understand, use, and improve your current values and convictions when making business 
decisions so that you think about the effects of those decisions on business and society. 
Our approach will help you understand what businesses are doing to improve their ethical 
conduct. To this end, we aim to help you learn to recognize and resolve ethical issues within 
business organizations. As a manager, you will be responsible for your decisions and the 
conduct of the employees you supervise. For this reason, we provide a chapter on ethical 
leadership. The framework we developed focuses on how organizational decisions are made 
and ways companies can improve their ethical conduct. This process is more complex than 
many think. People who believe they know how to make the “right” decision usually come 
away with more uncertainty about their own decision skills after learning about the com- 
plexity of ethical decision making. This is a normal occurrence, and our approach will help 
you evaluate your own values as well as those of others. It will also help you to understand 
the nature of business ethics and incentives found in the workplace that change the way you 
make decisions in business versus at home. 

In this chapter, we first develop a definition of business ethics and discuss why it has 
become an important topic in business education. We also discuss why studying busi- 
ness ethics can be beneficial. Next, we examine the evolution of business ethics in North 
America. Then we explore the performance benefits of ethical decision making for busi- 
nesses. Finally, we provide a brief overview of the framework we use for examining business 
ethics in this text. 


1-1 Business Ethics Defined 


To understand business ethics, you must first recognize that most people do not have specific 
definitions they use to define ethics-related issues. The terms morals, principles, values, and 
ethics are often used interchangeably, and you will find this is true in companies as well. 
Consequently, there is much confusion regarding this topic. To help you understand these 
differences, we discuss these terms. 

For our purposes, morals refer to a persons personal philosophies about what is right 
or wrong. The important point is that when one speaks of morals, it is personal or singular. 
Morals relate to you and you alone. You may use your personal moral convictions in mak- 
ing ethical decisions in any context. Business ethics comprises organizational principles, 
values, and norms that may originate from individuals, organizational statements, or from 
the legal system that primarily guide individual and group behavior in business. Principles 
are specific and pervasive boundaries for behavior that should not be violated and often 
become the basis for rules. Some examples of principles could include human rights, free- 
dom of speech, and the fundamentals of justice. Values are enduring beliefs and ideals that 
are socially enforced. Several desirable or ethical values for business today are teamwork, 
trust, and integrity. Morals, values, and principles describe positive or good traits that are 
often applied to the business organization or industry. When they are identified and applied, 
they usually represent what is called “best practices.” Investors, employees, customers, inter- 
est groups, the legal system, and the community often determine whether a specific action or 
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standard is ethical or unethical. Although these groups influence the determination of what 
is ethical or unethical for business, they also can be at odds with one another. Even though 
this is the reality of business and such groups may not necessarily be right, their judgments 
influence society’s acceptance or rejection of business practices. 

Ethics is defined as behavior or decisions made within a group’s values or morals. In our ethics 
case, we are discussing decisions made in business by groups of people that represent the busi- Behavior or decisions made 
ness organization. One can have business ethics such as healthcare, accounting, marketing, within a group’s values or 
management, or financial ethics. But one can also have engineering, architectural, or publish- Morals 
ing ethics as related to different disciplines or associations. The important concept in business 
ethics is that right and wrong behavior is defined by the group, which might be a company 
or an industry. Because the Supreme Court defined companies as having limited individual 
rights, it is logical such groups have an identity that includes core values.’ This is known 
as being part of a corporate culture. Within this culture, there are rules and regulations— 
both written and unwritten—that determine what decisions employees consider right or 
wrong as it relates to the firm. Such evaluations are judgments by the organization and are 
defined as its ethics (or, in this case, their business ethics). One difference between an ordi- 
nary decision and an ethical one lies in “the point where the accepted rules no longer serve, 
and the decision maker is faced with the responsibility for weighing values and reaching 
a judgment in a situation which is not quite the same as any he or she has faced before.” 
Another difference relates to the amount of emphasis decision makers place on their own 
values and accepted practices within their company. Consequently, values and judgments 
play a critical role when we make ethical decisions. 

Building on these definitions, we begin to develop a concept of business ethics. Most 
people agree that businesses should hire individuals with sound moral principles. However, 
some special aspects must be considered when applying ethics to business. First, to survive 
and contribute to society, businesses must earn a profit. There is no conflict or trade-offs 
between profits and business ethics. For instance, Canon, Intel, and Volvo are highly profit- 
able companies that have earned a reputation for ethical conduct.° Second, to be successful, 
businesses must address the needs and desires of stakeholders. The good news is that the 
world’s most ethical companies often have superior stock performance.® To address these 
unique aspects of the business world, society has developed rules—both legal and implicit— 
to guide businesses in their efforts to earn profits in ways that help individuals or society and 
contribute to social and economic well-being. 


1-2 Why Study Business Ethics? 


1-2a A Crisis in Business Ethics 


Business ethics has become a major concern. The Ethics & Compliance Initiative (ECI) 

conducts the Global Business Ethics Survey (GBES) that measures workplace integrity in 

leading world economies. Sample sizes average 1,000 employees per country and gather 

reliable data on key ethics and compliance outcomes to help identify and better understand 

the ethics issues that are important to employees. The GBES measures workplace integrity as workplace integrity 

the pressure to compromise organizational standards, observed misconduct, reporting of The pressure to compromise 

misconduct when observed, and retaliation against reports. Table 1-1 provides an overview Organizational standards, 

of observed misconduct in the United States. observed misconduct, 
Business ethics decisions and activities have come under greater scrutiny by many dif- reporting of misconduct when 

ferent stakeholders, including consumers, employees, investors, government regulators, and ee peeataton 

special interest groups.’ Figure 1-1 shows the percentage of global respondents who say alle al 

they trust a variety of businesses in various industries. Financial services have some of the 

lowest ratings, indicating that the financial sector has not been able to restore its reputation 

since the most recent recession. There is no doubt negative publicity associated with major 

misconduct lowered the public’s trust in certain business sectors.* Decreased trust leads 

to a reduction in customer satisfaction and customer loyalty, which in turn can negatively 

impact the firm or industry.’ 
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TABLE 1-1 Observed Misconduct in the U.S. Workforce 


Observed misconduct 49% 
Abusive behavior 22% 
Lying to employees and external stakeholders 25% 
Conflicts of interest 23% 
Health violations 22% 

Pressure to compromise standards 30% 

Report observed misconduct 81% 

Experience retaliation for reporting 79% 


Source: Ethics and Compliance Initiative, Global Business Ethics Survey, The State of Ethics & Compliance in the Workplace, March 2021, 
(Arlington, VA: Ethics and Compliance Initiative, 2021), 16-22. 


1-2b Specific Issues 


There are a number of ethical issues that must be addressed to prevent misconduct. Misuse 
of company resources, abusive behavior, harassment, accounting fraud, conflicts of inter- 
est, defective products, bribery, product knock-offs, and employee theft are all problems 
cited as potential risk areas. For example, former British Airway executive Steven Clark was 
indicted for accepting bribes in exchange for offering contracts at JFK airport to Ground 
Services International (GSI), a ground handling company. The bribery was concealed by 
phony invoices, and money was laundered through fake companies.’° 

Generally, ethics plays an important role in the public sector as well. In government or 
political ethics, several politicians and high-ranking officials have experienced significant 
negative publicity. Israeli prime minister Benjamin Netanyahu was indicted on bribery and 
fraud charges for exchanging official favors for positive publicity. Though the charges could 
potentially lead to a 10-year prison sentence, Netanyahu denies the charges and says he 
will remain as prime minister.'' Some officials have even resigned in disgrace over ethical 
indiscretions. For example, Martin Sandoval, an Illinois senator of 16 years, resigned while 
under investigation for bribery and fraud.” 

These examples demonstrate the legal aspect of business ethics. Within political ethics, 
those who do not violate the law but nonetheless are judged to be unethical can be expelled, 
censured, or reprimanded. For example, expulsion usually occurs if a government official is 
convicted of a crime. Former New York Congressman Charles B. Rangel was censured for 
improper solicitation of funds, inaccurate financial disclosure statements, and failure to pay 


FIGURE 1-1 Global Trust in Industry Sectors 
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Source: Edelman, Edelman Trust Barometer 2021, https://www.edelman.com/sites/g/files/aatuss 19 1/files/2021-01/2021-edelman-trust- 
barometer.pdf (accessed March 11, 2021). 
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taxes. A reprimand and fine can occur, as was the case for former California representative 
Laura Richardson who used official resources for personal purposes in her reelection cam- 
paign and faced a $10,000 fine.’* Such political scandals demonstrate that political ethical 
behavior must be proactively practiced at all levels of public service. 

Every organization has the potential for unethical behavior. For instance, William 
Singer, the founder ofa college preparatory business, was the mastermind behind the largest 
college admissions prosecution ever by the Department of Justice. He accepted millions of 
dollars in order to falsify standardized test results and bribe athletic coaches and university 
administrators at universities such as Stanford and Yale. More than 50 people were charged 
in the admissions scandal, including celebrities, business leaders, and college coaches.'° 
Even nonprofits can be subject to ethical lapses. William Weatherby, former president of 
Christian-based nonprofit Feed My Lambs, stole more than $500,000 for personal use. The 
funds were intended to go toward the education of underprivileged children.’* This incident 
highlights the need for greater accountability for nonprofit leaders as well. 

Whether they are made in the realm of business, politics, science, or sports, most deci- 
sions are judged as right or wrong, ethical or unethical. Regardless of what an individual 
believes about a particular action, if society judges it to be unethical or wrong, new legisla- 
tion usually follows. Whether correct or not, that judgment directly affects a company’s 
ability to achieve its business goals. You should be aware that the public is more tolerant of 
questionable consumer practices than of similar business practices. Double standards are at 
least partly due to differences in wealth and the success between businesses and consumers. 
The more successful a company, the more the public is critical when misconduct occurs." 
For this reason alone, it is important to understand business ethics and recognize ethical 
issues. 


1-2c The Reasons for Studying Business Ethics 


Studying business ethics is valuable for several reasons. Business ethics is more than an 
extension of an individual's own personal values. Many people believe if a company hires 
good people with strong values, then it will be a “good citizen” organization. But as we show 
throughout this text, an individual's personal moral values are only one factor in the ethical 
decision-making process. True, moral values can be applied to a variety of situations in life, 
and some people do not distinguish everyday ethical issues and dilemmas from business 
ones. Our concern, however, is with the application of principles, values, and standards in 
the business context. Many important issues are not related to a business context, although 
they remain complex moral dilemmas in a person’s own life. For example, although abortion 
and human cloning are moral issues, they are not an issue in most business organizations. 
Professionals in any field, including business, must deal with individuals’ personal 
moral dilemmas because such dilemmas affect everyone’s ability to function on the job. A 
moral dilemma is defined as a situation where the person is faced with multiple choices, allof moral dilemma 
which are undesirable as defined by the person. A value dilemma is the same, only that the Two or more morals in conflict 
individual's beliefs are grounded in societal norms. Normally, a business does not dictate a With one another 
persons morals. Such policies would be illegal. Only when a person's morals influence hisor  yalue dilemma 
her performance on the job does it involve a dimension within business ethics. Two or more beliefs/ideals in 
Just being a good person and having sound personal values may not be sufficient to han- conflict with one another 
dle the ethical issues that arise in a business organization. Although truthfulness, honesty, 
fairness, and openness are often assumed to be self-evident and accepted, business-strategy 
decisions involve complex and detailed discussions. For example, there is considerable 
debate over what constitutes antitrust, deceptive advertising, and violations of the Foreign 
Corrupt Practices Act that defines bribery in global business. A high level of personal moral 
development may not prevent an individual from violating the law in a complicated orga- 
nizational context where even experienced lawyers debate the exact meaning of the law. For 
instance, the National Labor Relations Board ruled that employees have the right to use 
company email systems to discuss working conditions and unionization as long as it is not on 
company time. Employer groups claim that employees have plenty of options for discussing 
these topics and maintain that it will be hard to ensure employees are not using company 
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computer servers for these purposes during work hours. The right of employees versus 
employers is more controversial and will continue to need clarification from the courts.’ 

Some approaches to business ethics assume ethics training is for people whose per- 
sonal moral development is unacceptable, but that is not the case. Because organizations 
are culturally diverse and personal morals must be respected, ensuring collective agreement 
on organizational ethics (that is, codes reasonably capable of preventing misconduct) is as 
vital as any other effort an organizations management may undertake. Failure to establish 
shared values and ethics codes will result in a wide range of conduct when faced with the 
same ethical issues. 

Many people with limited business experience suddenly find themselves making deci- 
sions about product quality, advertising, pricing, sales techniques, hiring practices, and 
pollution control. The morals they learned from family, religion, and school may not pro- 
vide specific guidelines for these complex business decisions. In other words, a person's 
experiences and decisions at home, in school, and in the community may be quite differ- 
ent from his or her experiences and decisions at work. Many business ethics decisions are 
close calls. In addition, managerial responsibility and ethical leadership for the conduct of 
others requires knowledge of ethics and compliance processes and systems. Years of expe- 
rience in a particular industry may be required to know what is acceptable. For example, 
when are advertising claims more exaggeration than truth? When does such exaggeration 
become unethical? Unilever Australia came under fire for an ice cream advertisement in 
New Zealand that said, “Ice cream makes you happy.’ Although Unilever Australia defended 
the tagline as puffery—an exaggerated claim that customers should not take seriously—the 
Advertising Standards Authority ordered the company to remove the ad because it could 
undermine the health of consumers by linking ice cream and level of happiness." 

Studying business ethics will help you begin to identify ethical issues when they arise 
and recognize the approaches available for resolving them. You will learn more about the 
ethical decision-making process and about ways to promote ethical behavior within your 
organization. By studying business ethics, you may also begin to understand how to cope 
with conflicts between your own personal values and those of the organization in which you 
work. As stated earlier, if after reading this book you feel a little more unsettled about poten- 
tial decisions in business, your decisions will be more ethical, and you will have knowledge 
within this area. 


1-3 The Development of Business Ethics 


The study of business ethics in North America has evolved through distinct stages and 
continues to evolve in the twenty-first century (see Table 1-2). 


1-3a Before 1960: Ethics in Business 


Before 1960, the United States endured several agonizing phases of questioning the concept 
of capitalism. In the 1920s, the progressive movement attempted to provide citizens with a 
“living wage,” defined as income sufficient for education, recreation, health, and retirement. 
Businesses were asked to check unwarranted price increases and any other practices that 
would hurt a family’s living wage. In the 1930s came the New Deal that specifically blamed 
business for the country’s economic woes. Business was asked to work more closely with 
the government to raise family income. By the 1950s, the New Deal evolved into Presi- 
dent Harry S. Truman’s Fair Deal, a program that defined such matters as civil rights and 
environmental responsibility as ethical issues that businesses had to address. Government 
relationships, social issues, and economic fairness were major concerns in the first half of 
the twentieth century. 

Until 1960, ethical issues related to business were often discussed within the domain 
of theology or philosophy or in the realm of legal and competitive relationships. Religious 
leaders raised questions about fair wages, labor practices, and the morality of capitalism. For 
example, Catholic social ethics, expressed in a series of papal encyclicals, included concern 
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TABLE 1-2 Timeline of Ethical and Socially Responsible Concerns 


1960s 1970s 1980s 1990s 2000s 2010s and 2020s 
Environmental Employee Bribes Sweatshops and Cybercrime Uses of big data 
issues militancy and illegal unsafe working 
contracting conditions in third- 
practices world countries 
Civil rights Human rights Influence Rising corporate Financial Social media and 
issues issues peddling liability for personal misconduct networking exposing new 
damages (for areas of vulnerability 
example, cigarette 
companies) 
Increased Covering up Deceptive Financial Global issues, Tension between 
employee- rather than advertising mismanagement product safety, increasing transparency 
employer correcting and fraud bribery and protecting privacy 
tension issues 
Changing Disadvantaged Financial Organizational Sustainability Responsible use of technology 
work ethic consumers fraud (for ethical misconduct in the workplace 
example, 
savings and 
loan scandal) 
Rising Transparency Intellectual Diversity, equity, and inclusion 
drug use issues property theft 


Source: Adapted from Ethics & Compliance Initiative, “Business Ethics and Compliance Timeline,” www.ethics.org/resources/free-toolkit/ethics-timeline (accessed December 6, 2019). 


for morality in business, workers’ rights, and living wages; for humanistic values rather than 
materialistic ones; and for improving the conditions of the poor. The Protestant work ethic 
encouraged individuals to be frugal, to work hard, and to attain success in the capitalistic 
system. Such religious traditions provided a foundation for the future field of business ethics. 

The first book on business ethics was published in 1937 by Frank Chapman Sharp and 
Philip G. Fox. The authors separated their book into four sections: fair service, fair treatment 
of competitors, fair price, and moral progress in the business world. This early textbook 
discusses ethical ideas based largely on economic theories and moral philosophies. However, 
the section's titles indicate the authors also take different stakeholders into account. Most 
notably, competitors and customers are the main stakeholders emphasized, but the text also 
identifies stockholders, employees, business partners such as suppliers, and government 
agencies.” Although the theory of stakeholder orientation would not evolve for many more 
years, this earliest business ethics textbook demonstrates the necessity of the ethical treat- 
ment of different stakeholders. 


1-3b The 1960s: The Rise of Social Issues in Business 


During the 1960s, American society witnessed the development of an antibusiness trend 
because many critics attacked the vested interests that controlled the economic and politi- 
cal aspects of society—the so-called military—industrial complex. The 1960s saw the decay 
of inner cities and the growth of ecological problems such as pollution and the disposal of 
toxic and nuclear wastes. This period also witnessed the rise of consumerism—activities 
undertaken by independent individuals, groups, and organizations to protect their rights as 
consumers. In 1962, President John F. Kennedy delivered a “Special Message on Protecting consumer Interest” that 
the Consumer Interest” that outlined four basic consumer rights: the right to safety, the right gutiined four basic consumer 
to be informed, the right to choose, and the right to be heard. These came to be known as __ sights: the right to safety, the 
the Consumers’ Bill of Rights. right to be informed, the right 
The modern consumer movement is generally considered to have begun in 1965 with to choose, and the right to be 
the publication of Ralph Nader’s Unsafe at Any Speed that criticized the auto industry as a heard 


consumers’ bill of rights 
From President John F. 
Kennedy’s 1962 “Special 
Message on Protecting the 
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whole, and General Motors Corporation (GM) in particular, for putting profit and style 
ahead of lives and safety. GM’s Corvair was the main target of Nader’s criticism. His con- 
sumer protection organization, popularly known as Nader’s Raiders, fought successfully for 
legislation requiring automobile makers to equip cars with safety belts, padded dashboards, 
stronger door latches, head restraints, shatterproof windshields, and collapsible steering 
columns. Consumer activists also helped secure passage of consumer protection laws such as 
the Wholesome Meat Act of 1967, the Radiation Control for Health and Safety Act of 1968, 
the Clean Water Act of 1972, and the Toxic Substance Act of 1976.” 

After Kennedy came President Lyndon B. Johnson and the “Great Society,’ a series of 
programs that extended national capitalism and told the business community the U.S. gov- 
ernment’s responsibility was to provide all citizens with some degree of economic stability, 
equality, and social justice. Activities that could destabilize the economy or discriminate 
against any class of citizens began to be viewed as politically unethical and unlawful. 


1-3c The 1970s: Business Ethics as an Emerging Field 


Business ethics began to develop as a field of study in the 1970s. Theologians and philoso- 
phers laid the groundwork by suggesting certain moral principles could be applied to busi- 
ness activities. Using this foundation, business professors began to teach and write about 
corporate social corporate social responsibility (CSR), an organization’s obligation to maximize its positive 
responsibility (CSR) impact on stakeholders and minimize its negative impact. Philosophers increased their 
An organization's obligation to involvement, applying ethical theory and philosophical analysis to structure the discipline 
maximize its positive impact of business ethics. Companies became more concerned with their public image, and as social 
on stakeholders and minimize demands grew, many businesses realized they needed to address ethical issues more directly. 
ig negative impari The Nixon administrations Watergate scandal focused public interest on the importance 
of ethics in government. Conferences were held to discuss the social responsibilities and 
ethical issues of business. Centers dealing with issues of business ethics were established. 
Interdisciplinary meetings brought together business professors, theologians, philosophers, 
and businesspeople. President Jimmy Carter attempted to focus on personal and adminis- 
trative efforts to uphold ethical principles in government. The Foreign Corrupt Practices 
Act (FCPA) was passed during his administration, making it illegal for U.S. businesses to 
bribe government officials of other countries. Today, this law is the highest priority of the 
U.S. Department of Justice. 

By the end of the 1970s, a number of major ethical issues had emerged, including 
bribery, deceptive advertising, price collusion, product safety, and ecology. Business ethics 
became a common expression. Academic researchers sought to identify ethical issues and 
describe how businesspeople might choose to act in particular situations. However, only 
limited efforts were made to describe how the ethical decision-making process worked and 
to identify the many variables that influence this process in organizations. 


1-3d The 1980s: Business Ethics Reaches Maturity 


In the 1980s, business academics and practitioners acknowledged business ethics as a field of 
study, and a growing and varied group of institutions with diverse interests promoted it. Cen- 
ters for business ethics provided publications, courses, conferences, and seminars. R. Edward 
Freeman was among the first scholars to pioneer the concept of stakeholders as a founda- 
tional theory for business ethics decisions. Freeman defined stakeholders as “any group or 
individual who can affect or is affected by the achievement of the organizations objectives??? 
Freeman's defense of stakeholder theory had a major impact on strategic management and 
corporations’ views of their responsibilities. Business ethics were also a prominent concern 
within leading companies such as General Electric, Hershey Foods, General Motors, IBM, 


defense industr 
4 Caterpillar, and S. C. Johnson & Son, Inc. Many of these firms established ethics and social 


initiative on business 


ethics and conduct policy committees to address ethical issues. 

An organization developed to In the 1980s, the Defense Industry Initiative on Business Ethics and Conduct was developed 
guide corporate support for to guide corporate support for ethical conduct. In 1986, 18 defense contractors drafted 
ethical conduct principles for guiding business ethics and conduct.” The organization has since grown to 
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nearly 80 members. This effort established a method for discussing best practices and work- 
ing tactics to link organizational practice and policy to successful ethical compliance. The 
initiative includes six principles. First, it supports codes of conduct and their widespread 
distribution. These codes of conduct must be understandable and cover their more substan- 
tive areas in detail. Second, member companies are expected to provide ethics training for 
their employees as well as continuous support between training periods. Third, defense 
contractors must create an open atmosphere in which employees feel comfortable reporting 
violations without fear of retribution. Fourth, companies need to perform extensive internal 
audits and develop effective internal reporting and voluntary disclosure plans. Fifth, the 
initiative insists that member companies preserve the integrity of the defense industry. And 
sixth, member companies must adopt a philosophy of public accountability.” 

The 1980s ushered in the Reagan—Bush era, with the accompanying belief that self- 
regulation, rather than regulation by government, was in the public’s interest. Many tariffs 
and trade barriers were lifted, and businesses merged and divested within an increasingly 
global atmosphere. Thus, while business schools were offering courses in business ethics, the 
rules of business were changing at a phenomenal rate because of less regulation. Corpora- 
tions that once were nationally based began operating internationally and found themselves 
mired in value structures where accepted rules of business behavior no longer applied. 


1-3e The 1990s: Institutionalization of Business Ethics 


The administration of President Bill Clinton continued to support self-regulation and free 
trade. However, it also took unprecedented government action to deal with health-related 
social issues such as teenage smoking. Its proposals included restricting cigarette advertising, 
banning cigarette vending machine sales, and ending the use of cigarette logos in connection 
with sports events.” Clinton also appointed Arthur Levitt as chairman of the Securities and 
Exchange Commission (SEC) in 1993. Levitt unsuccessfully pushed for many reforms that, if 
passed, could have prevented the accounting scandals exemplified by Enron and WorldCom 
in the early twenty-first century.” 

Federal Sentencing Guidelines for Organizations (FSGO), approved by Congress in Novem- federal sentencing 
ber 1991, set the tone for organizational ethical compliance programs in the 1990s. The Sidelines for 
guidelines, which were based on the six principles of the Defense Industry Initiative on organizations (FSG0) 
Business Ethics and Conduct, broke new ground by codifying into law incentives to reward st A 
organizations for taking action to prevent misconduct, such as developing effective internal AE at ne 
legal and ethical compliance programs.” Provisions in the guidelines mitigate penalties for sign to prevent misconduct, 
businesses striving to root out misconduct and establish high ethical and legal standards.* Such as developing effective 
On the other hand, under FSGO, if a company lacks an effective ethical compliance program internal legal and ethical 
and its employees violate the law, it can incur severe penalties. The guidelines focus on firms compliance programs 
taking action to prevent and detect business misconduct in cooperation with government 
regulation. At the heart of the FSGO is the carrot-and-stick approach—that is, by taking 
preventive action against misconduct, a company may avoid onerous penalties should a 
violation occur. A mechanical approach using legalistic logic will not suffice to avert serious 
penalties. The company must develop corporate values, enforce its own code of ethics, and 
strive to prevent misconduct. The law develops new amendments almost every year. We will 
provide more detail on the FSGO’s role in business ethics programs in Chapters 4 and 8. 


1-3f The 2000s: Twenty-First Century Business Ethics 


Although business ethics appeared to become more institutionalized in the 1990s, new evi- 
dence emerged in the early 2000s that not all business executives and managers had fully 
embraced the public’s desire for high ethical standards. After George W. Bush became presi- 
dent in 2001, highly publicized corporate misconduct at Enron, WorldCom, Halliburton, 
and the accounting firm Arthur Andersen caused the government and the public to look for 
new ways to encourage ethical behavior.” Accounting scandals, especially falsifying financial 
reports, became part of the culture of many companies. Firms outside the United States, such 
as Royal Ahold in the Netherlands and Parmalat in Italy, became major examples of global 
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accounting fraud. Although the Bush administration tried to minimize government regula- 
tion, there appeared to be no alternative to developing more regulatory oversight of business. 

Such abuses increased public and political demands to improve ethical standards in 
business. To address the loss of confidence in financial reporting and corporate ethics, in 


Sarbanes-Oxley Act 2002 Congress passed the Sarbanes-Oxley Act, the most far-reaching change in organizational 
The most far-reaching change control and accounting regulations since the Securities and Exchange Act of 1934. The new 
in organizational control law made securities fraud a criminal offense and stiffened penalties for corporate fraud. It 
and accounting regulations also created an accounting oversight board that requires corporations to establish codes 


since the Securities and 
Exchange Act of 1934, which 
made securities fraud a 
criminal offense and stiffened 
penalties for corporate fraud 


of ethics for financial reporting and to develop greater transparency in financial reports 
to investors and other interested parties. Additionally, the law requires top executives to 
sign off on their firms’ financial reports and risk fines and long prison sentences if they 
misrepresent their companies’ financial positions. The legislation further requires company 
executives to disclose stock sales immediately and prohibits companies from giving loans 
to top managers.” 

Amendments to the FSGO require that a business's governing authority be well informed 
about its ethics program with respect to content, implementation, and effectiveness. This 
places the responsibility squarely on the shoulders of the firm’s leadership, usually the board 
of directors. The board is required to provide resources to oversee the discovery of risks and 
to design, implement, and modify approaches to deal with those risks. 

The Sarbanes-Oxley Act and the FSGO institutionalized the need to discover and 
address ethical and legal risk. Top management and the board of directors of a corporation 
are accountable for discovering risk associated with ethical conduct. Such specific industries 
as the public sector, energy and chemicals, healthcare, insurance, and retail have to discover 
the unique risks associated with their operations and develop ethics programs to prevent 
ethical misconduct before it creates a crisis. Most firms are developing formal and informal 
mechanisms that affect interactive communication and transparency about issues associated 
with the risk of misconduct. Business leaders should consider the greatest danger to their 
organizations lies in not discovering any serious misconduct or illegal activities that may be 
lurking. Unfortunately, most managers do not view the risk of an ethical disaster as being as 
important as the risk associated with fires, natural disasters, or technology failure. In fact, 
ethical disasters can be significantly more damaging to a company’s reputation than risks 
managed through insurance and other methods. The great investor Warren Buffett stated 
it is impossible to eradicate all wrongdoing in a large organization, and one can only hope 
the misconduct is small and is caught in time. Buffett’s fears were realized in 2008, when 
the financial system almost collapsed because of pervasive, systemic use of instruments 
such as credit default swaps, risky debt such as subprime lending, and corruption in major 
corporations. 

In 2009, Barack Obama became president in the middle of the Great Recession, which 
was caused by a meltdown in the global financial industry. Many firms—such as AIG, 
Lehman Brothers, Merrill Lynch, and Countrywide Financial—engaged in ethical miscon- 
duct in developing and selling high-risk financial products. Though he inherited an econ- 
omy in peril, Obama's presidency was marked by legislation that led the country to economic 
recovery with such legislation as the American Recovery and Reinvestment Act (ARRA) 
that provided a stimulus for recovery, cutting $288 billion in taxes." President Obama's 
legislation to improve healthcare and provide more protection for consumers focused on 
social concerns. The Affordable Care Act (ACA) passed in 2009. The ACA, more commonly 
known as Obamacare, was a big move in social regulation. It aimed to allow more people to 
dodd-frank wall street have affordable health insurance and to expand the Medicaid program to cover more adults. 
reform and consumer Additionally, it aimed to support innovative healthcare delivery methods. Ultimately, the 


protection act ACA was intended to decrease the cost of healthcare. 
Legislation that addressed 


some of the issues related 
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recession and designed to 


make the financial services Moving into the 2010s, Congress passed legislation regarding credit card accountability, 
industry more ethical and improper payments related to federal agencies, fraud and waste, and food safety. The Dodd- 
responsible Frank Wall Street Reform and Consumer Protection Act in 2010 addressed some of the issues 
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She whispered it, aghast. 

“As its representative, Madame,” he said, “I have no choice but to 
demand one of you. You can refuse to give it, referring your defence 
to a public occasion.” (He would not see how her anguish entreated 
him.) “In that event, | make my bow, my apologies, and | withdraw. 
The issue then is very simple. You will be called to account for your 
subsidising of a dangerous conspirator against the State, and will 
probably be put on your trial with him. As Prefect of this Province, | 
can guarantee the case at least an impartial hearing. My presence, 
Madame, does not insult the law, however offensive it may be to the 
Criminal.” 

She hurried nearer to him—broke out, and down, in an instant. 

“Before God, Monsieur! You must believe me—you must. | know 
nothing of this man’s use of what he wrings from me; | am not his 
confederate, but—” 

He interrupted her, sharp and sudden,— 

“But his victim.” 

She cried: “O, Monsieur, Monsieur! O, my God!” and buried her 
face in her hands. 

Now at that his gluttonous moment passed. Henceforth his heart 
was hers to sport with. It had only played the tyrant hitherto to nurse 
to ecstasy its own compunction. He spoke in a strangely softened 
tone,— 

“He is black-mailing you?” 

“No!” she cried, looking up in quick miserable panic. “I have not 
said it.” 

He smiled slightly. 

“No need to. Well, | suspected as much.” 

She seemed to strive to speak; but nothing came from her. 

“I say,” he repeated, “I suspected it. Do | not know this man of old, 
his craft, his villainy—how he will go long ways about to reach an 
end—traverse the world to stab an enemy in the back? Most to be 
feared when most he feigns benevolence—Bonito—that old dreary 
misanthrope to play the Benthamite! Why, | never doubted but that 
he had his deep reasons for scheming to marry you to—l never 
doubted it, | say, Madame; and here’s the proof. He was playing for 
hush-money.” 


She stared at him, as if her very soul were paralysed. 

“How he discovered the truth?” he continued—‘“by cunning or 
coercion?—” He paused, questioning her at a venture with his eyes. 
She made no answer; and he went on, shrugging his shoulders: 
“Like enough ‘twas he himself who laid the train—who first supplied 
the insidious damning information to my friend, and—but it matters 
little; he discovered it.” 

He questioned her face again. Still she was silent. 

“If | had guessed in time,” he said, in a deep passionate voice, 
“this should never have been. It shall be no longer. Madame, | have 
twice before offered you my services, and twice been rejected with 
scorn. Once again | lay them at your feet. It was for this, in truth, | 
sought you. | entreat you, do not refuse me.” 

It was not in her nature to do justice to this man. So far as his 
devotion touched her, it was to nothing but a sense of humiliation. 
The thought uppermost in her mind was of his cognisance, not his 
Chivalry. 

“You know?” she whispered. Her white lips could hardly frame the 
words. 

“| know,” he answered. “He had confessed to me before you 
married him.” 

An irrepressible moan came from her, pitiful, heart-rending. He 
broke upon it passionately,— 

“| told him, what | tell you now—that, on my soul, he had done 
right; but that, having done what he had done, the prospect of his 
union with you had become impossible. To me, though what | am, 
the thought was horrible. Believe me, Madame—before God, believe 
that | had no thought of myself in so urging him.” 

She drew a little away. Her eyes were already freezing to him. But 
his emotion made him blind. 

“I am not to blame for what followed,” he hurried on. “The villain— 
that same dog Bonito over-reached me. He took advantage of my 
absence to practise on one—there | will not pain you with the record. 
You know who came to you. She had been warned by me against 
abetting him she nursed in any designs upon your ignorance. | do 
not blame him. If you can do me any justice in your woman’s heart, 
you will guess why. He staked his soul against a chance for which | 


would have sacrificed a thousand heavens. But, with her—it was 
different. She paid for her temerity with my curse.” 

He ended, greatly agitated. His eyes were lowered before her. He 
did not see the new abhorrence of him spring and flame in hers. He 
did not see how the majesty of her womanhood rose to answer and 
reject him. 

“You cursed her for my sake, Monsieur?” she said quietly. 

“If you will have it so,” he answered low. 

“And this, her suborner, her confederate;—you say he shall trouble 
me no longer?” 

“Not while | have hands to strike, and teeth to hold.” 

She sprang away from him. 

“That | have fallen to this!” she cried—‘“To be asked to approve 
myself the instrument of that poor creature’s ruin! to applaud the 
wicked deed and crown the doer of it with my gratitude! Would you 
murder also for my sake—smear the feet you profess to worship with 
a fellow-creature’s blood? O, go from me, go from me, Monsieur! you 
are horrible in my sight. We take the burden of our sin—will atone for 
it as heaven wills. Better a hundred cruel witnesses than one 
advocate like you. She thought to save your soul, poor child, by 
winning it to justice done to hers. ‘One marriage brings another’ — 
those were her pretty words—and so for your requital of her love. 
Love! O, | am fouled in having heard you—humbled myself before 
you. Go—say—do what you will, Monsieur. We refuse your help! 
Why will you for ever impose your hateful favours on me?” 

He listened to her, standing quite still and ghastly pale. Then he 
bowed slightly, and walked to the door. Turning at it, he spoke,— 

“| have made it my mission in life, Madame, to protect the shrine of 
my devotion from sacrilegious hands. No scorn, no misconstruction, 
no wounding hate will deter me from that purpose while | live. The 
idol of it shall owe me, at least, that debt of fidelity. If she hungers for 
the opportunity to retaliate, as debtors will, there is the precedent of 
Lazarus in heaven to reassure her. | will be sure to call to you for that 
drop of water, Madame.” 

He opened the door, and was gone. 

She stood quite motionless for minutes after he had left her; then 
suddenly flung herself, exhausted, into a chair. No grace, no pity 


towards him was in her heart. If they had been possible to its pure 
narrow code, his parting words, in which she read a scoff at religion, 
would have alienated them finally. 

For hours she lay in wretched thought, half-hypnotised by misery. 
No tender sprig of hope could ever again be hers. Her uttermost 
fears were confirmed. He had confessed his guilt. The road 
stretched dark and endless now before her. 

The house was deadly quiet. She was quite alone, and very 
desolate. Louis-Marie had gone into France, on business concerning 
his patrimony, and would not be back for some days. She had not 
even God to help her. 

With dusk, as she still lay unstirring, came a quick step, which she 
recognised, in the hall outside. She caught herself up, making some 
effort towards composure, as it hurried towards the room in which 
she sat; and the next instant young Balmat entered. 

He shut the door upon the servant who had announced him. He 
was so agitated, so breathless, that he could scarce stammer an 
apology for his freedom. He came towards her, hat in hand, at an 
eager run. His eyes were shining, his chest heaving in the prospect 
of some wonderful announcement. 

“Mon Dieu! Madama, Madama,” he whispered excitedly: “What 
news! Christ in heaven, what news!” 

She rose, trembling. Her heart, she felt, could not bear much 
more. 

“What is it, Jacques?” she said faintly. 

Balmat, iron-nerved, made but a sorry Mercury. 

“It is only,” he said, “that the Marquess your husband was 
murdered—that is littte—there was more than one of us had 
suspected it—but by whom? God be praised for enlightening us—for 
vindicating the innocent—it has all come out; and who do you think is 
the guilty one? No other than M. le Préfet himself, who is lying at this 
moment under arrest. Ah, ah! what have | blundered, great oaf! 
Madama, Madama!” 
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That same night an express was despatched by Madame Saint- 
Péray to her husband in France, bidding him, for reasons of her own, 


not to return until he heard further from her. 


CHAPTER VIII 


THAT sunny forenoon on which Dr Bonito (carrying the King’s 
Commission in his pocket, and M. Léotade, whom he had taken up 
by the way, on the seat of the chaise beside him) came posting down 
the valley into Le Prieuré, found the whole village in a flutter of 
excitement, which the apparent opportuneness of his arrival was 
presently to inflame into a fervour. 

Alighting at the doors of the Prefecture, and conning, acidly 
sardonic, the perturbed faces which, gathered about him, sought to 
reconcile this frowzy magnifico with an earlier familiar figure, he was 
conscious of a moral agitation in the atmosphere, which at first he 
was inclined to attribute to some shadow of the truth having run 
before him. But in that he was wrong. The announcement of his 
mission, when it was made, took the populace like a clap of wind ata 
street corner. The village staggered in it; then rallied hurriedly to 
appraise its significance. For the moment the fact was important only 
in its relation to another more instant and insistent. The two 
combined ran up the public temperature to fever-heat. 

M. le Préfet, it appeared, was absent at the time—opportunely for 
M. le Préfet, in the light of a certain amazing discovery. There were 
those, indeed—a boon friend, a sympathising official or two—who 
would have liked to urge, by secret message, upon M. le Préfet, 
wherever he might be found, the wisdom of confirming his own 
absence, practically and for ever. But no one knew where he was. 
For the rest—M. Léotade being long identified with the popular 
movement, and personally a local favourite—the change, per se, 
was accepted with an easy resignation. Events, to be sure, had 
made such a change problematically inevitable. The wonder was 
that it had come to occur at the intensely psychologic moment. For 
how could a Prefect, shown guilty, though on circumstantial 
evidence, of a startling crime, be made to bring about his own 
arrest? The advent of the newcomers had resolved that difficulty. Mr 
Trix was M. le Préfet no longer. 


The story, as poured by agitated officialdom into the ears of Dr 
Bonito and his protégé, was soon related. That very morning, it 
appeared, a goatherd, emerging from the woods over against the 
ice-fall of the Glacier of the Winds, had been halted petrified before a 
sight, the like of which had surely never before astounded human 
vision. For there, embedded in one of the toppling glassy pinnacles, 
hung poised, before the very eyes of the man, a human body. 

Dumbfoundered, he had presently taken out his spyglass, to 
inquire more closely into this wonder—only to recoil aghast before 
the revelation it brought him. The obscene thing, huddled in semi- 
transparency, appeared squatting like a great toad. There was 
something horribly unseemly in its attitude—an extravagant pose of 
limb, which in a mass of its bulk was sickeningly abnormal. It might 
have been an arm flung over its head, until one saw that it ended in 
a boot. Its face, twisting from under anywhere, came very close to 
the surface of the ice. It looked as if flattened against a window, 
grinning out on the observer. As he, that observer, had brought its 
features into focus, he had uttered a startled cry, and leapt back. The 
face was the face of Augias, Marquess di Rocco. 

There was no mistaking it, by anyone who had once been familiar 
with its loathed enormity. The man had stood staring and trembling 
before it, in a deadly fascination. Possibly it was due to the 
phenomenal weather that the glacier had thus early yielded up its 
secret. At any rate it had yielded it—the murder was out. 

Yes, and literally murder, it appeared. The dead, slowly travelling 
down through these years, had claimed at last to be his own 
damning witness. Even while the onlooker gazed spell-bound, the 
great ice-turret had tilted over, sunk, torn away, and, still holding to 
its secret in the main, had gone shattering and waltzing down the 
slope until it had brought upon against a heap of brash. Whereupon, 
seeing it settled for the time, the peasant had girded up his terrified 
wits, and pounded down into the village, half-demented with his 
news. 

He had been heard with incredulity; his urgency had compelled his 
listeners; in a little, half the village was trooping up the moraine. One 
of the party, the place being pointed out to him, had descended 
hurriedly upon the glacier to investigate. The venture was not without 


peril; death was for ever thundering down in the wash of that icy 
weir. But he had succeeded in reaching the spot in safety; and the 
next moment a strange cry was carried from him to the watchers on 
the moraine. Then they had seen him running furiously back to them. 

Young Balmat it was. His face was death-ashy; there was an 
exultant fury in his eyes; his breath hissed from his lungs. 

“It is true,” he had gasped: “and he was murdered! The knife is still 
sticking in him. / know that knife well—it was M. le Préfet’s.” 

It was this news which had run down into Le Prieuré, carried by 
those who were despatched thither for ropes. Within the next hour or 
two, the block containing the body, like a hideous mass of spawn, 
had been salvaged and drawn to the edge of the moraine. Then all, 
who had the stomach to look, might satisfy themselves. 

Even as the tale was ended into the ears of Dr Bonito and the 
other, there came down the village street a hushed and solemn 
company bearing its awful burden. Silence sowed itself before them, 
even as if Death walked there, scattering his grain. They carried it to 
the Church, and laid it on the stone floor of the vestry. There it rested 
alone, like an infected thing shut away into quarantine. Not a soul 
would approach it, when once it was delivered to the law. 

And how did the law accept its trust? Sourly, as represented by Dr 
Bonito. This ugly visitation, indeed, was the least agreeable to his 
schemes. He saw on the instant how, were Cartouche to stand 
convicted of the crime, his own hold on Madame Saint-Péray would 
be loosened for ever. If, on the other hand, he were to reveal a 
certain secret, of which likely only he and the deposed Prefect were 
cognisant, the indictment of the actual murderer would end, only the 
more certainly, his chances of extortion—perhaps, even, would be 
used to claim him as an after accessory to the deed. He was ina 
villainous quandary, that was the truth. This accursed accident had 
confounded all his plans. 

And to increase his perplexity, the new Prefect—who once secure 
in his promotion, was already showing an aggravating tendency 
towards self-importance and independence—betrayed what he 
thought was an unwarrantable officiousness in taking the matter 
promptly and masterfully into his own hands. He had Jacques 
Balmat brought before him at once. 


“You have no doubt,” he demanded, “that this body, so 
astonishingly brought to light, is the body of the late Marquess di 
Rocco?” 

“No doubt whatever, Monsieur.” 

“Nor that Monsignore met his death by foul means?” 

“Not even he, Monsieur, could resist the full length of that blade. It 
lies buried in him to the hilt.” 

“And it is by that hilt that you identify it?” 

“Precisely so, Monsieur.” 

“How?” 

“It was familiar to me of old, as to many others, in the hand of M. 
Trix, Monsignore’s protégé. The haft was of jade, surmounted by a 
golden rat’s head. It was Monsieur’s hunting-knife, well-known.” 

“Granted that the knife was Monsieur’s, there remains the question 
of a motive.” 

“It is not for me to suggest one. Monsieur, at least, it is to be 
believed, foresaw no advantage to himself in the event of his 
padrone’s marriage. It was whispered, indeed, that he had every 
interest in preventing it. The two came to words, it was reported, on 
the subject of a settlement—compensation—what you will. That was 
just before Monsignore’s disappearance. M. Trix also had 
disappeared—it would seem opportunely. | know nothing more than 
that. | repeat only to Monsieur the common gossip.” 

Gossip, to be sure; but quite reasonably damning. That evening, 
Monsieur the ex-Prefect, returning unconcerned to the village, was 
arrested in the street, and conveyed to the prison of the Belfry. He 
had still friends; there had been voices timely to warn him; he had 
laughed them away unheeding. Here, perhaps, was to end his part in 
that pantomime of necessarianism which men played to the gods. 
He hoped, in the transformation, that he would be found worthy to be 
made a harlequin. But he was not sure, judged by his present fooling 
at Fate’s hands, that he was not destined for pantaloon. He took his 
deposition and the rest with an imperturbable coolness and good 
humour. 

And apart in the dark church lay the body of his father—a hideous 
thing. Yet there was one, as inhuman though living, who, moved by a 
sardonic curiosity, could be found to dare the terrors of that mortuary. 


In the dead of the night Bonito, candle in hand, stood to look upon 
the corpse. What he saw is not to be described. The ice had 
preserved it as whole as when, seven years before, it had plunged 
into the crevasse—as whole, but—lt had enclosed as it had caught it 
—a thing writhed and racked obscenely—a horrible thing like a Guy- 
Fawkes. They had chipped its glassy prison away from the dead 
form. In the warmer air, the frosty glaze remaining had already 
melted, and the body lay in a pool. It looked as if it were struggling to 
relax its contortions; to settle into the lines of an ancient repose. 
Sometimes it actually moved. The terror of the suggestion woke no 
responsive thrill in the watcher’s nerves. He was as stoic, as callous 
as a Mongol—not unlike one, indeed, in feature and temperament. 
He bent down, searching with his candle flame. Yes, there was the 
rats head fastened into the shattered breast—gleaming on it, like 
Death’s own order. There was even a stain of red about its teeth. 

He stood up, frowning, grating his chin. 

“The same,” he thought—‘“No doubt about it. What am | to do?” 

The lines on his harsh face deepened. 

“If | were to see her—bid her a last price, a great price, a fine 
sufficing price against my keeping silence at the trial? Would she 
agree—close—see him condemned unwinking—damn herself to 
this? Is the venture worth? How now, di Rocco?” 

The dead man seemed to nod up his head. 


CHAPTER IX 


“THEY had exchanged tokens. He had parted with this knife to your 
husband. It is the damning link, to which I'll swear. The Court is my 
Court, and my testimony will be final. | hang your Louis, Madame— 
twist a saintly neck to save a rake’s. Well, let it be. Women have 
these penchants.” 

His vile innuendoes passed her by. White, withered in the 
scorching blast, the exaltation of her purpose kept her still erect, and 
steadfast to the end on which she'd staked her soul. Herself, in that 
foredoom, counted no longer for anything. She would save her love, 
her saint, though all the dogs of hell combined to pull him down. 

Dusk was trooping up from the valleys. The sun-lit distant peaks 
budded from it like flower-spires in a fading paradise. As point by 
point they misted into vapour, so eternal darkness seemed to claim 
her to itself. In a little she would be quite alone. A child’s laugh, 
coming up faintly from the road below, smote on her heart like a 
death-cry. She started involuntarily; then stood stone-still. It was 
fearful to see tears running down a stone face. But each syllable of 
her voice, when she spoke, was as if carved and rounded. 

“A worthless life; but innocent of this. He will not speak, you think 
—reveal the truth?” 

“Not unless you bid him.” 

“Ah!” 

Even her loathing of that emphasis—of all that it implied—could 
wring no more from her. He conned her pitilessly. 

“But say that he did—a palpable subterfuge to escape the halter. 
Ill swear | saw the knife on him that very day.” 

She hardly seemed to hear him. 

“Worthless,” she continued lifelessly; “but | would not have him 
suffer—not for—you say he may be saved, once sentenced—given 
the means to escape?” 

“| say | can procure one an order to visit him—no more. 
Appearances must be kept. The Government still counts, though in 


Savoy. What then! ropes are cheap; nights dark; the window of his 
prison is unbarred. They reckon on a precipice to hold—safe 
enough, not counting helpful friends—and lovers. Once over the 
border and in France, he’s safe—may snap his fingers at us, so long 
as he stays there. Give me what | ask, and you shall have the order.” 

“O, not for me!” 

“For whom, then, mistress? No, no—none else. | wash my hands 
of all collusion. You entreat me for a friend—or better; my kind heart 
yields. The permit shall be an open one—made out to bearer. I'll 
promise that much. Confederate with whom you will. I’m not to ask 
nor know. Those are my terms. Take or leave.” 

“My ruin.” 

“Well, it’s a large sum, | confess—worth a saints ransom. If you 
think not, you needn't sign the covenant. It’s true your estate’s of a 
constitution to heal itself of even such a wound; and there’s no heir 
for you to nurse, or nurse it for. But please yourself.” 

“Give me the paper.” 

With a hand stone-steady she put her name to it. 

“And here’s in acknowledgment for need—signed Léotade, and 
countersigned,” said he, and held the order out to her. 

She made no movement to take it; he threw it at her feet, and, 
without any sign of triumph or emotion, left the house. 

She heard the door clang on him. The sound seemed to snap 
some fibre in her brain. Suddenly she was hurrying up and down, 
laughing, weeping, imploring,— 

“No, no, it was a jest—I have let myself be frightened by dreams— 
the sky is all full of laughter at me. They don’t do these things—not 
to the very young. O! little baby! Why didn’t you come?—my little 
unborn child—I was too young to bear even a little child—too easily 
deceived—it would have killed me, and | should have gone to 
heaven. Such a jest!—heaven for me?—Children, children, don’t 
laugh! | heard you down in the road—Look, though I’m not a mother, 
| can bear secrets—monstrous, horrible things. Don’t come near me 
—l should cry and cry to see your terror. | said, Don’t come near me 
—don’t—My God! they are not children at all! Louis, Louis, save me! 
| did it all for you!—Louis!—”" 


She struck blindly against the wall, and sank down moaning at its 
foot. 


CHAPTER X 


THE trial of Mr Trix, ex-Prefect of Faissigny, for the murder of his 
patron, made a tremendous stir, not only locally, but throughout the 
Cisalpine Kingdom of Victor-Amadeus. It was really a trial of strength 
between the forces of revolt and those of reactionism—a tug of war 
between Piedmont and Savoy, with the Alps for toe-line. But from the 
first there was no doubt as to the issue. Wind, muscle, new blood, 
self-confidence, were all in favour of the Savoyard champions, while 
the acclamations of a whole nation, their neighbours and backers, 
thundered in their ears. Opposed were the degenerates of an effete 
régime; themselves not without a spitfire courage, but in physique no 
match for this new vigorous young Demos—for this bristling force 
suddenly sprung into life from seed of dead dragons’ teeth. To Savoy 
this opportunity to assert its virtual independence came at the ripe 
moment with the means to point the right moral. Cartouche offered 
himself providentially for the rope with which to test the relative 
haulage values of Progress and Conservatism. That was his obliging 
use at the moment. 

He was not personally unpopular, save with the Illuminati, and 
other such fanatic extremists; and he was arraigned on a popular 
charge—that of having destroyed an enemy of the people. But he 
stood convicted of priviilege—was an autocrat’s nominee—and the 
question at issue was not one of popularity but of principle. The 
severe justice of the people—now first coming into evidence—had to 
be vindicated; prejudice and partiality and other dynastic 
prerogatives had to be suppressed. Wherefore the matter was held 
to turn not so much on the guilt or innocence of the prisoner, as on 
the necessity of making an example of a King’s favourite. Liberty, 
Justice and Equality, as representing in the bulk the new heresy of 
humanity, were unanimous in demanding the sacrifice of this 
scapegoat to the sins of his class. He was offered up, in the public 
esteem, long before he was sentenced. 


And the worst of it for reactionism lay in the absence of an 
effective retort. It could not move for the pardon of the prisoner, if 
convicted, without appearing to hold him justified of the worst offence 
against itself. On the other hand, to surrender him to judgment by 
default, would be to admit the right of popular jurisdiction. So it 
endeavoured to temporise, weakly, by citing the parties in the case 
to appear before the Criminal Court of Turin; whereupon le Prieuré 
answered by bringing the prisoner to immediate trial, and sentencing 
him to be hanged incontinent in its own market-square before the 
church. 

So much for the political aspects of this cause célèbre. The private 
and personal only ceased to be subordinate to them with the 
certainty of the democratic victory. Then at last general interest 
began to concentrate itself on the scapegoat. 

He proved himself, in one way, to be a disappointing scapegoat— 
lent himself to be done to death with scarcely a show of resistance. It 
appeared as if he recognised his doom for a foregone conclusion, 
and was determined to accept the clamour for his aristocratic blood 
as a sign of an improving taste on the part of Jacques Bonhomme. 
He signified his disgust of any rudeness directed at himself; but was 
always ready to applaud, and retort on, the least essay of wit. During 
the brief course of the trial, he always seemed more concerned for 
his coat than his character, for his pose than his peril. Sometimes his 
dark eyes would take eager stock of the gloating audience, as if they 
sought among it the evidences of some sign or hope beyond their 
expectations; but as often he would seem to rebuke their credulity 
with a little laugh and shrug, and would recompose himself, with a 
weary insouciance, to the fatigue of the business. 

The little Court of the Prefecture was crammed on the fatal day. In 
addition to clerks, advocates, public representatives of the 
Government and private reporters for the King, so many idle visitors, 
attracted by interest or curiosity, had latterly flocked into Le Prieuré, 
that the accommodations of Justice were hard set to find standing 
room for all. The place, indeed, was an inferno; but, luckily for its 
unclean spirits, quick evidence against, and short shrift for, the 
prisoner were timely in releasing them. 


The leading interest, before the appearance of the accused, 
centred in the piéce de conviction, which lay on a green baize- 
covered table before the President. It had been necessary, for 
obvious reasons, to withdraw the blade, seven years hidden, from 
the body of its victim. That lay in the churchyard under consecrated 
ground; while a second grave was already morally digging, in the 
unhallowed acre, for its murderer. If the fact might be held, in any 
degree, to justify the indifferent attitude of the defence, it was as 
certain that it vindicated in all its impartiality the “severe justice of the 
people.” Six foot of earth was as much the right of an aristocratic as 
of a vulgar assassin. 

In the meanwhile there was the gold rat to show his teeth, and the 
red rust on the blade to suggest a horrible intimacy with the inner 
processes of the crime. They must suffice for curiosity until the 
appearance of the prisoner. 

Monsieur the ex-Prefect, dished up at last to a ravenous company, 
surveyed the Court as he had always been wont to survey it, with a 
manner as from the chair rather than from the dock. He was perfectly 
cool and self-collected—dressed as for a gala—white-handed and 
sweet-scented—a fastidious macaroni—self-consciously caviarre to 
the general. 

“Proceed, M. le Président,” he said. “I will venture to suggest to 
you the values of a dramatic brevity. | am entirely at your service— 
and the hangman's.” 

Dr Bonito, sitting slunk out of observation below the presidential 
chair, watched, across the room, the effect of this entry and 
rodomontade on a veiled female figure, which, standing among the 
spectators, had from the first caught his attention. Dull-sighted to all 
the world of beauty and sentiment, he was keen-eyed enough where 
his own appetites were concerned. He had early marked down this 
figure for his consideration, as a carrion-crow ogles a nesting rook. 
Its presence in this place did not surprise him. He might have 
wondered more if a case, so far-reaching in its sensational 
attractions, had failed to produce this apparition among many less 
interested. His curiosity was chiefly exercised as to its object in 
attending—whether from lust of triumph over, or from an inalienable 


infatuation for, a ruined betrayer. But he could gather nothing from its 
immovable attitude. 

The Court took Monsieur the ex-Prefect at his word. Its processes 
were sharp, brief, and dramatic. By four o'clock in the afternoon it 
had sentenced the excellent petit-maitre to his last dressing at the 
hands of the executioner. 

Balmat had testified staunchly to the ownership of the knife; and 
the prisoner had applauded his evidence. 

“Well spoken, Jacques. Thou art as upright a witness as a guide, 
Yes, the knife was mine.” 

He had been advised by the President, M. Léotade, to sheathe his 
tongue. 

“It is a weapon thou hast sharp reason to fear, Prefect,” he had 
answered. 

There was some recapitulation of former evidence, which it is 
unnecessary to detail. Among others, the drunken rogue Target had 
been called, and Margot, his daughter. To all, it may be supposed, 
the drift of the inquiry was morally evident. They were summoned to 
condemn the prisoner—not to acquit him. It was very curious. Bonito, 
when it came to his turn, sniggered over the manner in which Fate 
had accommodated itself to his scheme of a persuasive magic. He 
recalled how he had engaged himself to put a spell on this man, so 
that he should volunteer a loathing of his office. He had not aimed at 
the moment at more than his deposition, which, so enforced, might 
have entailed troublesome consequences. Now, whatever ensued, 
Cartouche counted politically no longer. Whether he were hanged, or 
allowed to escape, he had ceased from the running. The gods had 
played into their oracle’s hands. 

It was with a sense of this triumph upon him that he had risen to 
clinch the prisoner's condemnation. His evidence was necessarily 
the most damning of all, turning as it did upon the question of motive. 
Every thin measured word that drew from him pulled the knot tighter 
about the foredoomed neck. He told of the prisoner’s anger over the 
projected union; of his fruitless plans to betray his patron; of his 
disinheritance and dismissal despite; of his suggestive words to 
himself, when they had met later in Turin. Finally, he also swore to 
the knife. 


Cartouche, smiling, shook a finger at him rebukingly. 

“I will meet thee on that issue some day, old comrade.” 

He would speak nothing in his own defence. 

He was proud to have deserved a thousand hangings at their 
hands, he said. He was indifferent on what indictment that truth was 
brought home to the world. For himself, he only regretted that he had 
left unhung among his enemies so much intelligence as was able to 
formulate a plausible reason for destroying him. They were not 
altogether such fools as they had appeared. A little wisdom made 
revolution a dangerous thing. He had foolishly hoped that he had 
eliminated the last of it, since it had hidden itself so successfully from 
him. Now he must congratulate that little on its taking him effectively, 
unawares, behind his back. But he warned it to seek a cleverer 
substitute for himself than M. Léotade. 

M. Léotade in consequence had much pleasure in committing him 
viciously to the gallows. 

Bonito, when the sentence was pronounced, stood up to watch its 
effect upon the veiled woman. She was nowhere to be seen. An hour 
later, the ferment and excitement having locally subsided, and the 
precincts of the Court been redelivered to quietude, he put the knife 
—which he had begged and secured—into his pocket, parted 
amicably with his colleagues, and set out on foot and alone for his 
lodgings. These, to suit his secretiveness and his parsimony, no less 
than his democratic unpretence—were in a little smithy on the 
Argentiére road. He had put up there on the occasion of his former 
visit. There were conveniences about the establishment of Jean 
Loustalot, “Forgeron et Vétérinaire.” For one thing, loafers were not 
tolerated in its neighbourhood, for the reason that Jean—a 
suspicious saturnine man, of few words and lowering aspect—could 
not endure that idleness should borrow a lounging zest from his 
labours, as if he were a cursed puppet-man. For another, he was a 
soaker, of the solitary unsocial type, and, given the means, could 
always be persuaded—whenever his room was to be preferred to his 
company—to withdraw into the little dwelling-house at the rear of the 
smithy, and there drink himself swiftly and silently into insensibility. 

Anticipating, in the present instance, an occasion of the kind, Dr 
Bonito provided himself, on his way out of the village, with a flask of 


spirits, which he deposited with the knife in his pocket. He then 
walked slowly on, with an air as of one who was loitering in the 
expectancy of being joined by a comrade. It was, in fact, no 
engagement with him, but a premonition having all the force of one. 
And the event came to justify it; though later than he had looked for. 
The encounter only happened when he was hard upon his 
destination. Then instantly he was conscious that a figure was 
waiting for him in the dusk of the road-side. 

He paused a moment. Darkness like a precipitate was beginning 
to settle down into the valley. From the distant village came an 
excited bee-like murmur. Ahead of him, some fifty feet, a welter of 
shapeless light, the ring and clang of an anvil, marked where the 
smithy stood within a clump of trees. High up on the hill opposite 
twinkled the lights of the Chateau di Rocco. He took it all in; 
squeezed his lips between finger and thumb; and jerked himself 
suddenly forward. As he passed the expectant figure, he addressed 
it,— 

“Wait, while | get rid of Jack Smith. | will call to you in a little.” 

He went on, and entered the forge; took the flask from his pocket; 
held it up before the eyes of the panting Cyclops. 

“| have a visitor, Jean. | want to be alone.” 

The man, who had been softly manipulating the bellows, ceased of 
his hold on the instant. The handle, the fire, his brow, all went down 
together. With no more than a hoggish grunt, he seized the flask, 
and disappeared. Bonito went to the door, and called softly. 

The fire had fallen so low when she entered, that they were only 
phantom darknesses to one another; but he kept a shrewd eye, for 
his part, on the undulations of the gloom which was addressed to 
him. He was the first to speak. 

“So, you decided to follow, Priestess, and to satisfy yourself of the 
reality of your vengeance. | had half looked for you, | confess. Your 
presence in the Court did not surprise me.” 

Her silence, something in the atmosphere of her regard, warned 
him to be vigilant and watchful. 

“It was strange,” he went on, “how circumstances rushed to 
complicate my simpler purpose. Call it coincidence, if you will—'tis 


but another term for Providence. I'll show you why—show you good 
reason to be grateful for the course that things have taken.” 

“Do you know what | have in my hand?” 

Her whisper came like a snake's hiss through the darkness. It was 
his turn to be silent. 

“| have my finger on the trigger,” she said. “I give you a moment to 
answer. Have you forgotten what you swore?” 


“No.” 
“Not to hurt him—and you have taken his life?” 
“No, | say.” 


“—As | am going to take yours.” 

If soulless courage be a virtue, he could boast that one. He never 
flinched before the crawling horror of that unseen death. His voice, 
as he spoke, had not altered by a note, a tremor, from its 
accustomed harshness. Yet, all the while, he was desperately 
enough calculating his chances. 

“That’s as you will,” he said. “Only l’d advise you hear me speak 
first. All considered, I’ve done my best for you.” 

She gave a little wrenching laugh. 

“Well,” he said: “Will you listen?” 

“FII listen,” she answered. “I can aim better, being silent.” 

“Make sure of me then. His life stands behind mine. Ah! does that 
shake you? Now, be reasonable, if you can. Was the glacier my 
creature, and coincidence in my pay? | might never have opened my 
lips, and they would have convicted your Cartouche a dozen times 
without. The people cried for him.” 

“You knew the truth.” 

“What if | did! Do you bear in mind how for years we have made a 
fortune out of its suppression?” 

“| Know how you have, dog.” 

“| have kept you in comforts, Priestess—at least, | think, in 
comforts. No more of those, if our parts were once confessed; but 
straw and chains and rods, and a stone bed in Penitenza. The oracle 
would fall with the priest. What will you do when you have killed 
me?” 

“Go to her up there, and tear the truth out of her throat, or end her 
too. He sha’n't die unavenged—my God! do you hear me?” 
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